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Highlights

• National Economy Outlook Positive
• Regional and City Economy Strong
• Strong Real Estate Tax Base Growth
• Double-digit Residential Assessment Increases 

likely in 2005 
• Future Real Estate Market Cycle?
• Significant FY 2005 Operating Budget Pressures
• Demands on CIP Increasing, including 

Construction Price Increases
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National Economy Positive, but ...

• Positive Job Growth
• Positive Income Growth
• Inflation Low, but Turning Up
• Rising Interest Rates
• Oil Price and Trade Deficit Concerns



4

Job Growth Picked Up Broadly in Q2…
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…Helping Confidence and Income
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“Headline” Inflation Moved Up in Q2…
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…Spurred in Part by Low $ and High Oil
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Strong Regional Economy

• Exceptional Job Growth 
– Grows State and Local Tax Revenues
– Increases Housing Prices
– Negatively Impacts Affordable Housing
– Stresses Transportation Capacity
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Washington Area 
Employment Picture

• Creating two times as many payroll jobs as any 
other metro area in the U.S

• Creating High Quality Jobs
– High Income
– Office-using
– Professional Services

Source:  Delta Associates
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Washington Area Job Growth

• Metro area job growth continues to surge
• 82,000 payroll jobs created in the 12 months 

ending June 2004
• 2.9% rate of growth here, compared to 1.1% 

nationally
• Level of growth is 1.5 times more than the 

region’s annual average of 50,000 new payroll 
jobs over the past 25 years

Source:  Delta Associates



10



11



12

Unemployment Rates Declining

• National unemployment at 5.1%
• Washington metro unemployment remains 

the lowest in the country
• Down to 3.3%, from 3.9% a year earlier
• Area unemployment peaked at 4.0% in June 

2002 and has been declining since then
• City unemployment rate at 1.8%
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Area Job Growth Forecast

• Government contractors will continue to grow as 
federal government procurement increases

• Tech sector benefits directly from government 
spending and private tech firms will continue to 
thrive

• Federal outsourcing to private sector continues
• Food services and construction sectors will 

continue to add jobs to support the growing 
population

Source:  Delta Associates
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Benchmarking City Metrics
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Real Estate Tax Base History
Annual Percentage Change 1985 -2004
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Source:  Department of Real Estate Assessments
Prepared by:  Office of Management and Budget
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Residential Tax Base History
Annual Percentage Change 1988 - 2004
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Assessment Projections

• Residential Assessments = +15% to +18%
• Condominium Assessments Higher
• Condominium Conversions Starting
• All Commercial Sectors Positive
• Total Real Estate Tax Base Growth = +15% 

to +18%
• Tax Rate of $0.995 = Revenue Growth of 

$33M to $40M
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21Source:  Fortune, September 2004
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Real Estate Tax Relief

• Fairfax, Prince William and Arlington 
Counties have already announced their 
intent to lower their RE tax rates for 2005

• City Senior and Disabled Tax Relief 
Indexed

• AHOP Program expansion to be crafted and 
proposed as part of FY 2006 budget
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Personal Property Tax Issues

• 2004 Tax Base dropped 3% due to falling 
used car prices

• $3.2 Million Shortfall in FY 2005
• Expected to continue in FY 2006
• 70% State-paid Tax Relief Continues
• FY 2007 State Budget Cap and Cash Flow 

Impact
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Other Local Tax Revenues

• Sales, Meals and Hotel Taxes Exhibit 
Positive Growth

• “Talk Taxes” Legislation Pending
• Recordation tax rate increase of FY 2005 

should yield $1.4 million of additional 
revenue in FY 2005 and $1.7 million in FY 
2006
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Intergovernmental Revenues - State
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Intergovernmental Revenues - Federal
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Environmental Fees

• Solid Waste Rate Review
• Sanitary Sewer Rate to $0.80 to fund third 

year of five year self-sufficiency plan
• Below market sanitary sewer connection fee 

at end of three year base rate cap, major 
increase planned for FY 2006
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Conclusion

• Local Revenue Outlook Strong
– Positive Tax Revenue Growth
– 2005 = +15% to +18% Assessment Increase
– 2005 = Consider Tax Relief Initiatives
– 2006 = Further Assessment Increases, but how long can 

market sustain continued large home and condo value 
increases?

• State Outlook Positive/Stable – How is Surplus 
Used?

• Federal Grant Revenue Reductions Likely
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